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“HUMAN NEEDS’ OF A SINGLE PERSON 


In 1943 we published a paper! which considered the minimum cost of 
decent maintenance for a person living alone. It dealt with the outlay required 
for food, clothing, fuel and lighting, and for some other essential or quasi- 
essential items, for the household and for personal use. The cost of housing, 
of travelling to and from work, and of amusements, were excluded from our 
calculations, the two former items because in most instances they represent 
rigid overhead charges that the individual must accept, and the last item 
because bought amusements may be deemed to fall outside the confines of 
‘human needs ’. However, we considered a daily newspaper and a wireless 
licence indispensable, and allowed for their purchase. 

Under war-time conditions the consumption of many essential items 
was forced definitely below what would normally have seemed appropriate 
for the satisfaction of ‘human needs’. Hence it is not possible to show 
changes in the actual amounts required for a minimum maintenance,? as 
defined, by means of price indices weighted by the relative cost of the several 
groups of commoditics as computed in 1943, since this would mean dis- 
regarding essential changes in consumption. We therefore propose to con- 
sider the cost of a ‘human needs’ maintenance from two different 
though closely related aspects: we shall compare the outlay required 
for similar groups of ‘ human needs ’ commodities, in 1943 and 1950, and we 
shall further show what we deem to be the cost of the actual basic require- 
ments for a single person in 1950. Since relatively few single men have a 
household of their own, the figures in our tables have been calculated 
primarily for a single woman. We shall, however, show what additional 
outlay would be needed in order to feed a single man. There is no reason to 
assume that his basic requirements apart from food, would, on the average, 
cost more than those of a woman. 

It is perhaps appropriate to insert here a word of warning. The 
‘human needs’ pattern of consumption is in part a subjective one. It is 
related not only to the standard of living of the large community—the nation, 
or at any rate a vonsidcrable part of it—of which the individual is a member, 
and which standard is capable of being defined statistically, but also to the 
much less distinct and yet often much more rigid conventions of a person’s 
immediate environment. It is in this aspect that the subjective character of 
“human needs’ can make itself so strongly and sometimes so painfully felt, 


17. Schulz, ‘Human Needs’ Cost of Living for a Single Person, BULLETIN, Vol. 5, No. 9. 
2In this paper we shall treat the adjectival expressions : low cost, minimum, basic, 
and ‘ human needs,’ as synonymous. 
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in the need for something that is indispensable albeit only as a means to con- 
formity. No general calculations of the cost of a “ human needs ’ maintenance 
can take account of this factor; but no survey of actual ‘ human needs ’ can 
fully ignore it. 

Foop 

A low cost diet for a person living alone cannot be the same as would be 
that person’s share in such a diet as a member of a family. Dishes that are 
economical for a number of people may be costly when made for only one 
person. First, the consumption of fuel for cooking does not decrease in 
proportion to the number of meals prepared. Further, many foods are 
habitually sold in certain minimum quantities larger than required for a 
single meal. Since persons compelled to live on a low cost diet have no 
refrigerators and, indeed, often scarcely any storage facilities at all, they are 
compelled to consume any perishable food as quickly as possible. Their 
arrangements for cooking and washing-up are frequently of the simplest— 
gas ring, enamel bowl and pail—and thus little suited to the preparation of 
elaborate meals. If, therefore, a diet of intolerable dullness is to be avoided 
certain semi-luxury foods have to be allowed in a ‘ human needs’ dietary 
for a single person that in a similar dietary for a medium-sized or large family 
would appear out of place, while some others have to be included in quantities 
larger than actually called for from a purely nutritional point of view. 

In Table I we compare the dietary for a single woman as set out in our 
paper in 1943 with a similar dietary for 1950 and, further, with the house- 
wife’s share available in a ‘ human needs’ diet for a family of 5 persons, in 
April 1950.1 In 1943 as well as in 1950 we assumed that a single person 
would purchase her full rations; in contrast to this, the housewife’s share in 
the ‘ human needs’ diet for a family contains more of some foods than one 
person’s ration, and less of others, since in a family all the rations are usually 
pooled and redistributed according to habits and needs. Our dietaries for a 
single person also include the full ration of butter,which in the otherwise 
more varied diet for a family is completely replaced by margarine. In order 
not to extend Table I unduly foods that form part of the family diet but not 
of the diets for a single person, are enumerated only in a footnote. The very 
small amount of greens in the housewife’s share reflects the high price of 
green vegetables in April 1950; we assumed that during that period of acute 
shortage only 2 lb. per week would be bought for the 5 persons, and that 2 lb. 
of oranges would serve the family as a supplementary source of vitamin C. 

The weekly cost of the diet for a single woman was 8s. 4d. in 1943 and 
11s, 11$d. in 1950.2 The housewife’s share in the family diet would have 
required an outlay of 10s. 11d., z.e., 11 per cent less than the diet for a woman. 

The dietaries shown in Table I would provide adequate nutrition for the 
average woman of working age; heavy workers may require more and sedent- 

Cf. T. Schulz, A ‘Human Needs’ Diet in Spring 1950. Table III. BULLETIN Vol. 12, No. 5. 


* If of the high war-time allowance of potatoes of 7 Ib., 3 lb. are replaced by 1 
bread, the cost of the full diet would have been lower, by 14d. in 1943, and by 24a. a 1956, 
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TaBLe I. Weekly ‘Human Needs’ Diet for a Single Woman 


_ May 1943 June 1950 April 19503 
Quantity Price per Cost Quantity Price per Cost Share of House- 
rare a Units wife 
S: A s. , Sek Saad i 
Meat Raven IDES OZ 70 a0 1 ib if ae 1 4 igang 
eed Beef 20z. 1 4 2 4 oz. fad 4 —_ 
acon 506 4oz. 7 6 4 , 
Tinned Fish? | — e. 3 eon hall a ee 
Eggs POO 4 eggs? 735 Zf 2 eggs® 5 6 . 
Cheese ve S025 es, Ss or. pF 1} : eo oz. 
Milk cos mela pt.” 45 1 32 3} pt.® 5 1 54 34 pt.® 
Butter... ZOzm a 10 2¢ 5 oz. Jane, if —_ 
Margarine 4 oz. 9 24 4 oz 10 24 12/02; 
Lar 566 2 oz. 9 14 2 oz 7 0 14 2 oz. 
Sugar ae 8 oz. 3 13 8 oz 5 24 1 ib 
Jam?® Bor 4/0z. 71. 0 3 4 oz. if 34 1 oz. 
Syrup Shc 2 oz. 8 1 2 oz. 10 1} — 
Prunes)... 2 oz. 9 1} PMOL Jie 14 2 oz. 
Tea Snin ZiOZ mc O 4 2 oz. 3 8 54 3 oz. 
Legumes ... 4 oz. b) 1}f 4 oz. 10 2k 5:0Z. 
Rice at 4 oz. 6 13 4 oz 9 24 6 oz. 
Rolled Oats {1 Ib 3t 34 1 ib 7 7 8 oz. 
Flour si 8 oz. 34 12 8 oz. 4 2 6 oz. 
Bread nace (4 0D 24 9 4 Ib gre 1 Of 4 tb 10 oz. 
pone 7 tb 1 7 7 tb 1} 114 4 tb 
arrots!! ... 1 8 oz. 72200 6 

Greens 3% va Fal 2. 6 Le hap AL 02,0 
Condiments — — ite — — 14 —e 
Total Cost of Diet 8 4 11 11} 10/i11* 

1 The price unit is : for eggs, one egg ; for milk, one pint ; for all other items, one lb. 

2 BULLETIN, Vol. 12, No. 5. 5 Sardines, $ tin. 4One egg in shell, three dried. 

5 Average price. 6 In shell. 7 Three pints fresh full cream milk, one pint reconstituted 
skimmed milk. 8 Fresh full cream milk. ® Plum. 10 Approximately. 

11 Old carrots in 1943, new ones in 1950. 13 Average price for carrots and greens. 

13 14 oz. swedes, 3 oz. greens, 2 oz. onions, 8 oz. beetroot. 14 Assumed. 18 24d. 


16 Including 1/84, the cost of : 12 oz. kippers, 8 oz. beef sausage meat, 1 oz. macaroni, 1 oz. 
cocoa, 5 oz. oranges. 


ary workers taking little exercise in their spare time, somewhat less. People 
earning their living away from home will frequently be able to purchase 
cooked meals at a reasonable cost at or near their place of work, and single 
persons in particular may find it much more convenient to do this than to 
prepare all their meals at home. In Table II we give a modified low cost 
dietary for a single woman having 6 meals a week away from home. It will 
be noticed that the reductions made on this account in the quantities of meat: 
purchased, as compared with those in Table I, are unaccompanied by reduc- 
tions in the cost of this item. The reason for this is that in all probability the 
full meat ration would still be wanted, but since much less cooking is done at 
home, the cheap stewing meat would be replaced by frying meat, which is 
more expensive but only takes a few minutes to prepare. In spite of the 
relatively higher price of meat, the cost of this modified diet would have 
risen from 1943 to 1950 by only about 38 per cent, while that of the diet in 
Table I would have gone up by 43 per cent. This is due to the fact that in 
general the cost of meals in British restaurants and works canteens has risen 
by less than 43 per cent, while on the other hand the cost of vegetables—of 
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Tastes U 
Modified Weekly ‘ Human Needs’ Diet for a Single Woman 
(6 Dinners Purchased away from Home) 
ee Ce ae eee ae 2 eee 


May 1943 June 1950 
Excluded from ‘ Human Needs’ Diet (Table J): ‘ 
Quantity Cost Quantity Cost 
Meat Ks owt Kae << 7 oz. -— 6 oz. — 
Milk, skimmed, reconstituted er) 1 pt. 2}. —_— — 
Lard oc ses “ns SG —: — 1 oz Ofd 
Legumes 4 oz. 1}ad. 4 oz 2$d 
Rice 4 oz. 1¢d. 4 oz 24d 
Flour 6 os. 1}. 6 oz 1 
Potatoes 6 tb 6d. 6 ib 10d 
Carrots 8 oz. 6a 4 oz. 3d 
Greens 1 8 oz. ; 1b. 8 oz. od 
1s. 6}d. 2s. 5d 
Included : 
No. Cost No. Cost 
Main Meals Out... &s 6 5s. 6d. 6 7s. 6d. 
Total Cost of Modified Diet ey; 12s. 33d. 17s. Ofd. 


which only a small quantity will be required if 6 main meals are eaten away 
from home—had gone up by considerably more than this. 

A man needs on the average 25 per cent more calories than a woman. 
If he lives alone and is doing his own cooking he is likely to prefer simple and 
quickly prepared dishes to elaborate ones. Table III sets out the foods which 
in our paper in 1943 were suggested as acceptable supplements to the diet 


Tasts IT 
Weekly ‘ Human Needs ' Diet for a Single Man 


Quantity Cost 
May 1943 June 1950 
Excluded from Diet in Table I: 
Syrup ... = ase ass 2 oz. 1d. 1j}d. 
Included : 
Pork Sausages Ses nes Lt 1s. 1d. 1s. 6d. 
Begs s.. wes ans “ 2 eggs 3¢dt 6d.3 
Tinned Fish... xt is —— 3d. 434.3 
Bread .., ety -_ 3 ib 6}d. r 
2s. 2}d 3s. 13d 
‘Human Needs ’ Diet for a Single Man 10s. 54d. 14s. 11d. 
Modified Diet (Table II) for a Single Man 14s. ; 20s. O§d. 
AE SRL A ELT ELE LE LIE IEA II LI EOE TES 
1Two dried eggs. 2 Two eggs in shell. * Rise assumed in proportion to rise in 


price of sardines. 

outlined in Table I. With these additional purchases the cost of the total diet 
would have been ros. 5}d. in 1943, and 14s. 11$d., in 1950, if all meals were 
prepared at home, while with the purchase of 6 main meals, the necessary 
outlay would have risen to 14s. 5d. in 1943, and to 20s. ofd. in 1950. 

The nutritional intake from the several diets is shown in Table IV. All 
these figures refer to the dictaries for 1950; they are slightly different from 
those derived from the dietary for 1943, mainly on account of changes in the 
rations. It will be seen that the intake from the housewife’s share would not 


¢ 
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TABLE IV 
Nutritional Requirements and Nutritional Intake from ‘ Human Needs’ Diet 
(Per Day) 
— 2 Se (eae 
Requirements Intake! Intake 
Woman Man Woman Man Share of 


Full Modified Full Modified! housewife 
Diet Diet Diet Diet in Diet 


excl. 6 excl. 6 for 5 
Dinners Dinners | Persons? 
Calories ... ae 2,500 3,000 2,500 2,000 3,150 2,650 2,500 
Protein, gm, %.. 60 70 77 59 103 85 75 
Calcium, gm. ... 0.8 0.8 0.8 0.7 1.0 0.9 0.8 
Iron, mgm. iu 10 10 17 12 22 17 15 
Vit. A, Internat. Units} 3,000 3,000 3,800 2,700 3,900 2,800 2,030 
Vitamin B,, mgm. 0.75 0.90 175 eS 2.25 1.65 15 
Vitamin C, mgm. 30 30 44 13 44 13 29 
Animal Protein : 
gm. wh whee iin Mam. Sepals Sat bie) 26 40 36 31 
of total protein requirements... Bee ON, 43% 57% 5T % 52 


1 The figures are derived from the dietaries for June 1950 ; they differ slightly from those 
based on the dietaries for May 1943. 
2 April 1950, BULLETIN, Vol. 12, No. 5. 


be much dissimilar from that available from the dietary for a single person, 
with the exception of the vitamins A and C, of which—owing to the temporary 
scarcity of fresh vegetables—the family diet in April 1950 would have sup- 
plied less than the optimum amount. If 6 meals are bought away from home 
each meal would have to provide on the average 600 calories, 4 gm. first 
class and 17 gm. second class protein, 160 mgm. calcium, 5 mgm. iron, 
1250 1.U. vitamin A, 0.7 mgm. vitamin B,, and 36.5 mgm. vitamin C, in 
order to bring the modified diet up to the standard of the full diet. Some 
meals, especially those offered in a well-run works canteen, may supply more 
nourishment than this; but a satisfactory intake of vitamin A and vitamin C 
could be attained only if fresh vegetables are consumed regularly. 


CLOTHING 


In 1943, the amount of clothing that could be bought within a year was 
strictly limited by means of clothing coupons. The ‘ human needs ’ purchases 
suggested by us for that year are shown in Table V; they would have used up 
all the coupons that were available. The cost of the several items as com- 
puted in 1943 is given side by side with that in 1950. For both years the 
figures are based on what we found to be the lowest prices generally charged 
for garments of a reasonably reliable quality. The cost of sundries in Table 
V, in 1950, has been calculated in proportion to the average rise in cost of the 
other items—excluding shoe repairs and dry cleaning—from 1943 to 1950. Both 
shoe repairs and dry cleaning have risen in price less than the average price 
of inexpensive clothing; the increase in cost from 1943 to 1950, as recorded 
in individual household accounts, amounted to between 30 and 35 per cent. 

The annual cost of the clothing enumerated in Table V had gone up from 
104s. in 1943 to 184s. gd. in 1950, and the weekly cost had thus risen from 2s. 
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TABLE V 
Utility Clothing for a Single Woman (War-Time Allowance) 

1943 1950 

Sued: ee! 
1/5 Coat ane 206 <3 aes ig 19886 19 0 
1/6 Raincoat ... cic sa 50 cer 6 0 US 
Jumper or Jersey : Sic nE0 9 6 20 0 
Skictiaee.. Ser a oo sae ae i ® 3050 
Shoes“... Ae i ab sie fo ADD) 35 0 
4 Pairs Stockings a kid Ark TO 4 12 0 
2 Vests ee 4 0 6 0 
2 Knickers ee COE abe aes 4 6 8 6 
Bodice ... cac 400 “ide 100 Ine 5973. 12 0 
Nightdress ies aie aes aie 6 3 iZees 
Sundries ma oe apt ne 5c 4 0 13 
Shoe Repairs and Dry Cleaning ane pee 15 0 
Total per Year... ce ee oe sao 04-°0 184 9 


eee =) ae ae eee 
Per Week es ante Ane te ane 2 0 3 6% 


to 3s. 63d. Against this increase of nearly 78 per cent the Ministry of Labour 
index only shows a rise in the retail price of clothing of about 16 per cent.* 
This very marked discrepancy is probably due to the fact that our figures of 
cost refer in both years to low-priced utility clothing only, while the Ministry 
of Labour index covers all price ranges, including those of non-utility 
clothing. The gradual upward extension of the price range of utility clothing 
and the concomitant relief from purchase tax of the affected items, no doubt 
exercised a strong effect in depressing the upward trend of the retail price 
index of all clothing. 

The quantity of clothing that could be bought per person in 1943, was 
certainly less than people would consider essential at the present time. Some 
of the items enumerated may, indeed, last longer than assumed by us, if a 
woman is a discriminating buyer and, moreover, takes great care of her 
wardrobe. On the other hand, a garment that wears badly and must be 
replaced before its time can make a big inroad into a small budget. Also, 
no special provision apart from the small sum allowed for ‘ sundries ’ has been 
made for the purchase of a slip or petticoat, bedroom slippers, gloves, hand- 
kerchieves, scarf, and handbag, and some of these items could therefore only 
be bought out of savings effected on others. A slightly less spartan budget 
might allow for the additional items set out in Table VI. They only repre- 
sent a modest increaseof the war-time allowance of clothing; but they would 
require another 2s. 6d., raising the total cost of ‘ human needs ’ clothing in 
1950 to about 6s. per week. The cost of clothing for a man depends much 
more than that for a woman on the type of work he is doing; yet on the 
ae an annual outlay of about £11 would probably also provide for his 
needs. 


1 This figure has been obtained by assuming that the Ministry of Labour i i - 
tisnoue for fan peed Cheat the oar Ministry of Labour trios of retail bait ‘Which 
started on June ; » corresponds for the sub- i : 

Taly tab, 1047 ed tho cad In ades Pp ub-group of clothing to the figure for 
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TABLE VI 
Supplementary Clothing 


1950 

Sad 
1/3 Short Summer Coat... ae Pk: oe son Zi G 
Blouse aa one ae sie oor wa oxo, 40) 
Dress ana am 505 5aa er te So Se Y 
Overall Bo apt aes 260 me AGo er 0" 0 
Hats 0: 450 35c ioe an 500 ee 22030 
Total per Year aap Abe 566 ae wie nee L440 70 
Per Week ... ee 6c ea Ba one BSc 2 84 


OTHER ITEMS 


The cost of fuel and lighting was assessed by us in 1943 at 2s. a week; this 
figure, of course, only referred to actual consumption and made no allowance 
for surcharges, which are fairly general when a single person has only one 
room and pays a fixed sum for fuel and lighting. For the purpose of this 
paper, such surcharges must be considered as part of the rent, and hence 
disregarded in this context. From 1943 to 1950, the Ministry of Labour 
index of the retail price of fuel and lighting rose by about 29 per cent.1 By 
applying this to our figure for 1943, of 2s. per week, we find that the cost in 
1950 would have gone up to 2s. 7d. 

The ‘ human needs’ cost of certain other items is set out in Table VII. 
The outlay on most of these items had to be estimated, in 1943 as well as in 


TABLE VII 
“Human Needs’ Outlay on ‘ Household’ and ‘ Sundries’ (per Week) 
Household Sundries 

1943 1950 1943 1950 

s, d. s. d. s. d. 8. d. 
Soap Bab 50 6 102 Newpapers ay 9 9 
Cleaning Materials Wireless Licence ... 24 4h 
Laundry... 20p 6 10 Personal Expenses§ 1 6} 2 44 
Replacements ees 6% 10 

1 6 2 6 2 6 Saa0 


1234Tf 6 main meals are bought away from home, 14d., *6}d., *5d., 483d. 
5 Stamps, writing materials, toilet requisites, mending materials, etc. 


1950. This does not, of course, mean that these figures are completely arbi- 
trary, but only that of necessity they could not be computed from detailed 
lists of the cost of specific items, as were most of our other figures. The 
rise in the cost of soap and cleaning materials from 1943 to 1950 is based on 
the rise in the cost of cheap toilet soap, which is approximately paralleled 
by the rise in the cost of other cleaning materials. The rise in the cost of 
laundry has been calculated from data in individual laundry books; in assess- 
ing the total outlay on laundry it has been assumed that everything except 


1 Computed in the same way as our corresponding figure for clothing. 
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bed linen is washed at home. The cost of replacements has been raised in 
proportion to that of the two other ‘household’ items, which seemed 
reasonable. 

The cost of newspapers was the same in 1943 and 1950, and gd.per week 
would buy a daily penny paper and a local weekly paper. The price of a 
wireless licence has gone up from ros. to £1 a year, or from 2$d. to 43d. a 
week. The rise in personal expenses from 1s. 64d. to 2s. 4$d. has been 
assumed, but the figure remains a very modest one; 10 cigarettes of the 
cheaper brands would take up to 1s. 34d. of it, and if the full sweets ration— 
5 oz. per week—is bought, 74d. will be required for this, though in this case 
a little less bread might be consumed and about 14d. saved on that. 

The total cost of the items in Table VII was 4s. in 1943 and about 6s. 
in 1950. If 6 meals are bought away from home the outlay on cleaning 
materials and replacements would be less than if all the cooking is done at 
home. In 1943 we assessed the reduction at 3d.; a proportionate reduction in 
1950 would amount to 5d. 


SUMMARY 


The total ‘human needs’ cost of maintenance for a single woman, 
excluding rent, fares to work, and amusements, is set out in Table VIII. 
We first show the figures as given in our paper for 1943 and compare them 


TABLE VIII 
‘Human Needs’ Expenditure of a Single Woman, excluding Outlay on Rent, Fares, and 
Amusements (per Week) 


All Meals at Home 6 Dinners Out 


1943 1950 1943 1950 
Beata S.d. s. d. Sd. 
Food... ee 8 4 11 11} 12 32 17 0} 
Clothing _—si.. sn ate eo He 250 3 62 Zien 0) 3 6} 
Fuel and Lightin ae 566 one ee 2 0 Dd. 1 6 1 114 
Household as 500 206 ae Fee 6 2° 6 3 eae ih 
Sundries 2 6 3} 2.6 3 6 
16 4 2 
Additional Clothing ... Aa nee ‘iis 2 3 ins = at 
Additional Household Replacements A 10 8} 


‘otalercn woe net bectaad oe oy mee 31 52 


with those referring to similar items in 1950. If all the meals are prepared at 
home, the total outlay required amounted in 1943 to 16s. 4d. and in 1950 to 
248. 1d. With 6 meals bought away from home, the cost was 19s. 63d. in 
1943, and 28s. 13d. in 1950. If we grant a somewhat higher standard of 
‘ human needs ’ in peace-time than in war-time, and accordingly allow for the 
purchase of some additional clothing and replacements in 1950, the outlay 
necessary in 1950, rises to 27s. 74d. per week, if all the meals are cooked at 


home, and to 31s. 5$d., if 6 meals are purchased in a canteen or British 
restaurant, 


T. ScHutz, 


THE POST-WAR COST-OF-LIVING 
I. ‘THE CostT-oF-LiviINc By SociaL STRATUM 


The publication of another National Income White Paper makes it 
possible for the cost-of-living indices for working-class and middle-class 
previously published to be brought up-to-date. The first step was to prepare 
national price indices with a 1938 base, both for time and for weighting, i.e. 
“Laspeyre’ indices. The task was complicated this year by the fact that 
only for 1948 are we given estimates of consumer expenditure in 1938 prices, 
and thus implied price-relatives with a 1938 time base. Even for 1948 only 
broad groups of commodities are given. 

Another set of fixed price estimates are available, though, consumers’ 
spending for 1946-9 being revalued at 1948 prices and estimates for sub- 
groups of commodities given. However, the procedure followed last year 
cannot be directly repeated. The principle then was to reweight the price- 
relatives for each sub-group in each year by pre-war spending on that sub- 
group, giving approximate 1938-weighted indices for the commodity groups 
—only ‘approximate’ because we cannot reweight commodities inside 
each sub-group. The partial information now provided suggested several 
“linking ’ methods to revise my estimates for 1946-8 and provide new ones 
for 1949. The method I actually chose rested on two clear and reasonable 
assumptions, as is explained in the technical appendix. Briefly, what we 
are doing now is to compare the current-weighted ‘ Paasche ’ indices for 1948 
(1938=100) from both White Papers and assume that if revised price 
estimates led to a revision of the Paasche price index there would be corres- 
ponding alterations to the approximate Laspeyre indices. This gave us the 
index wanted for 1948. The price indices provided by the 1948-price table 
were weighted by 1938 purchases and applied to these revised Laspeyre 
indices for 1948, to give us approximate Laspeyre indices for other years. 
In some cases, where information on sub-sections was not available, we 
used the Paasche indices as approximations to the Laspeyre indices required, 
in the same manner as previously. Then the total index was weighted by 1938 
purchases. Another possible method of linking for 1946 and 1947 was tried, 
and it gave the same total index for 1947, and there was a difference of only 
one point for 1946. 

This correction for the apparent official revision of estimated price 
increases from 1938 to 1948, had to be used only in a few cases, of which one 
was that of Food, which now shows a price increase two points higher, though 
the new calculations for 1946 and 1947 show no change. In other cases 
slightly different values are given by the new method for 1946 and 1947, 
even where 1948 estimates are unchanged. Another upward revision rather 
more conspicuous was for Services, due to the provision of information 
allowing a separate price increase to be calculated for Domestic Service, 
whose cost is shown to have more than doubled. The separate calculations 
for ‘ Domestic’ and ‘Other’ Services amount to a new Laspeyre index for 
Services differing substantially from the index previously used because of the 
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smaller relative weight attached to domestic service in post-war years (the 
quantity of domestic service apparently being not much more than a third 
of pre-war). Otherwise, the adjustments are minor, though the total effect - 
is to shift the national price index unward by 2—3 points for all years. _ 
Table I shows the result of these estimates. It is clear that retail price 
rises, despite devaluation, have definitely slowed down throughout the 
economy. Particularly noteworthy are the slowing of price rises for “ other 


seg di 1938 =100) 
Approximate Laspeyre National Price Indices = 
it ae 1946 1947 \ 1948 1949 
1. Food ane we eee Aen 141 151 162 168 
2. Drink Be a3 ate re 248 250 289 285 
3. Tobacco Por xe ae Ris 259 338 390 397 
4. Rent wae cae Pes aap 107 119 112 113 
5. Fuel and Light SOF ast BSc 145 149 163 166 
6. Durable Household Goods ce 209 223 239 241 
7. Other Household Goods ... eo 136 153 164 167 
8. Clothing, footwear a 44 186 191 210 221 
9. Reading Matter... eis Bs 115 119 119 120 
10. Motoring... me Mais ae 169 174 180 191 
11. Other Travel iota 50 one 114 126 132, 133 
12. Communications ... sty Re 132 135 135 138 
13. Entertainments... He hee 169 As 171 ib Al 
14. Domestic Services a tee 205 213 218 218 
15. Other Services oH. ds nee 136 144 154 158 
16. Other goods... See a3 at 215 224 232 232 
17. Income in kind of H.M.F. bee 147 159 170 L75) 
20. Personal Expenditure Abroad ... 249 255 257 270 
Total ae ay 28 set 62-3 £73 186-7 190-1 


goods ’, since this includes a wide range of merchandise such as stationery, 
jewellery, and sports goods, and the fall in prices of some goods now in freer 
supply than formerly (such as fish, fruit, shoes and hardware)—an indication 
of some return of a ‘ buyer’s market ’. 

We can compare this 1938-weighted national index with movements in a 
1938 weighted working-class price index to infer something about the price 
movements of the rest of the community, broadly, if illogically, called the 
* middle-class ’. The principle used is that national price movements are a 
weighted average of working-class and middle-class price movements. A 
working-class index is obtained by bringing Professor R. G. D. Allen’s calcu- 
lations up to date, with the help of the Interim®Index of Retail Prices, 
correcting for changes in beer strength to make it comparable with the 
national price indices.} 

The effect of the upward revision of the national price index is to raise 
the estimate of the middle-class cost-of-living index for all post-war years, 
to a rather greater extent, in fact by about 5 points, since the working-class 


1 For Professor Allen’s estimates see L.C.E.S. BULLETIN, Vol. XXVIII, p. 15; and for 
adjustments see Institute BULLETIN, Vol. 11, p. 127. It will be noted that the latest 
National Income White Paper shows a rise in tobacco prices from 1948 to 1949, which 
though slight was sufficient almost to offset the fall in drink prices due to the lowering of 


oath in the yee Budget. (Cf. the fall for ‘ Drink and Tobacco’ in the Interim Index of 
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TaBLE II 
Working-class and Middle-class Cost of Living (1938 =100) 


1946 1947 1948 1949 


National price index deine as ane as LOGS wae 1S 186-7. 190-1 
Middle-class cost of living esa ae Sch ... 175-6 186-7 199 201-2 
Working-class cost of living... a ie «. 151-2 161-2 175-6 181-2 


index is unchanged.1 Only for 1947 can we find enough information for 
working-class living costs to make a detailed sectional analysis of living 
costs by social class and the table published last year is shown brought 
up to date as Table III here. There are minor changes in middle-class 
relatives throughout, but they are not predominantly upwards, and clearly 
the isolation of domestic services has been mainly responsible for the upward 
revision in the total middle-class index. 


TaBLeE III 
Working-class and Middle-class Price Relatives for 1947 (1938=100) 
National Working-class Middle-class 
price price price ~ 
Group relative relative relative 
1. Food oe ber ise a 151 137 187 
2. Drink ss aa a re 251 253 248 
3.) Lobacco: .;. 580 uke BAE 338 339 336 
4. Rent cs ae re as 111 111 111 
5. Fuel and Light ... tes a 149 150 146 
6. Durable Household good an 223 206 240 
7. Other Household goods ... ae 153 153 153 
8. Clothing ... Bae ais ees 191 174 205 
9. Reading matter ... ahs or: 119 119 119 
10, 11. Motoring and Travel at 147 135 151 
12. Communications ... atc aa 135 135 135 
13. Entertainments ... a¢ ae 171 178 159 
14. Domestic Service... ais ee 213 213 213 
15. Other Services... Bon 580 °144 144 144 
16. Other Goods ant be vee 224 185 235 
17. Income in kind of H.M. Forces 159 159 159 
20. Travel abroad ane sot 255 — 255 
Total Wee Ret aon Abi 173 161-2 186-7 


It will be noted from Table II that the slowing up of the rise in living 
costs is much more marked for the middle-class than for the working-class, 
on these calculations. This is shown by estimates of the ‘ progressive ’ effect 
of price changes measuring the extent to which middle-class price increases 
have exceeded working-class.2, From Table II, this can be calculated as 


follows :— 


1 Doubtless an upward revision of the working-class estimates is necessary by now, and 
if this is so, then the middle-class estimates may be slightly too high, and have lead to the 
divergence between the index shown in Table II and the scries calculated directly from the 
Retail Prices Index (BULLETIN, Vol. 12, p. 124). One minor change since the last estimate 
is that the approximate Laspeyre middle-class index is considered a better price series for 
spending of foreign tourists here than the Paasche series given, since tourists have an 
expenditure pattern not dissimilar to that of the middle-class. 

2 See BuLietin, Vol. 11, p. 128. 
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1946-7 1947-8 1948-9 


1.00 0.98 0.98 

The low level of this indicator for 1948-9 is odder than that for 1947-8, 
in view of the fact that the rise in prices was less. The increase in the middle 
class cost of living for 1948-49 was in fact less than a half of that in the work- 
ing-class index. 

(These conclusions depend on the rather divergent movements between 
1948 and 1949 of two indices, the White Paper index, and the Interim Index 
of Retail Prices, which we might expect to move in rather close similarity. 
For a discussion of this divergence see following article ‘ Index Numbers of 
the Cost of Living, 1948-49’ in this BULLETIN. 

In view of the fact that items within the broad commodity groups of the 
Interim Index appear to be moving differently for the working-classes and the 
rest of the public, I shall no longer publish the monthly series of the middle 
class cost-of-living, which was only of value as long as price movements 
within commodity groups for different classes were parallel, so that diver- 
gence in movement of the cost of living depended mainly on differences in 
weighting of commodity groups.) 

We can also calculate approximate cost of living indices for more clearly 
defined strata by using the methods described previously.! ‘The results 
obtained are shown in Table IV. 


TABLE IV 
Cost of living indices for different social strata (1938=100) 


1946 1947 1948 1949 


‘ Lower’ middle class!: Food ... sais Soo Ry) 147 158 164 
é All Items ne Scone aIRY/ 168 181 185 
‘Upper’ middle class!: Food... 2c Soo ey 256 260 2452 
All Items ‘ies eee ees 199 211 213 

Salaried ‘lower’ middle class: Food ... seis 140 150 161 166 
All Items eee Bt 59) 169 182 185 

All salaried staff: Food Poe she sot 142 152 163 168 
All Items ied Fass Sen loz 173 186 190 


1 The division between ‘ upper ’ and ‘ lower ’ is the £500 income level in 1938. 

* In as far the dissimilar movements in the Retail Prices’ Index and the National Income 
a ae ee Index are due to technical, as opposed to social, factors, the fall in this index is 
misleading. 


Revisions have increased the figures for the ‘ upper’ middle class, which 
is only to be expected since the isolation of (and separate price index for) 
domestic service particularly affects them. There is only a slight tendency 
for the price changes from 1948 to 1949 to affect the ‘upper ’middle class 
less than other middle class strata, and the difference would not appear 
statistically meaningful. 

‘ arr ; 
slag wich iavetingent biome below ost nea in Ponca egg 
and spending on a budget similar in composition to that of salaried workers ie fase * 


£500 p.a. In view of the absence of major changes in income data, any revisions of expendi- 


ture were ass € ’ mi Ah 3 . 3 ‘i 
a eae to refer to the ‘ upper ’ middle class, which is the final residual in these 
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The difficulty about even these stratified indices is that they cover large 
groups. The cost-of-living index must vary inside the group rather widely, 
and it is of little use as a guide to individual cases. This is partly because of 
variation in the ‘ typical’ budget within the stratum concerned and partly 
because of deviations in individual cases from ‘typical’ budgets. We cannot make 
any provision for the latter, except to point out that the deviation from the 
index may be substantial in extreme cases. Thus a person who spent pre-war 
one-third of his total outlay on wine and spirits, one-third on pipe tobacco 
and cigars, and one-third on potatoes and vegetables, would find that his 
cost of living index in recent years has been about 310 to 320 (1938=100); 
while someone on the same income who spent his outlay one quarter on edible 
fats, one quarter on meat and bacon, one quarter on controlled rent and one 
quarter on electricity, has a cost of living index of 110 to 120 (1938=100),.! 

However we can say a little more about more normal householders. 
What we really need are indices for the average budgets at each income level. 
Since we neither have the budgets nor the prices needed, it is a case of 
making bricks without straw (or clay). There is however just enough 
information to make a rough attempt. 

The underlying principle is that if we assume constant marginal propensi- 
ties to consume for each commodity, we have a relation between total 
expenditure per family and the appropriate cost-of-living index. Professor 
R. G. D. Allen and Professor Sir Arthur Bowley have shown this relation 
is as follows? : 


I, = 1+ 100 (: —£) Z (p,h,) 
é 


where J, is the cost-of-living index for a family with expenditure ‘e’; J is 
the cost-of-living index for the average expenditure of all families ‘e’ ; p, 
is the differential between the price relative for a commodity and J; and k, 
is the proportion of marginal income devoted to that commodity. 

Although the values for ‘p’ and ‘k’ for individual commodities are 
unknown, the next step is to find 100 2’ (p, k,), which I shall call ‘R’, for 
each post-war year. 

The method is to take the formula as applicable to the nation as a whole, 
for which a consumer’s price index has been estimated above, and then to 
deduce that it must therefore provide a correct value for the cost-of-living 
index appropriate to mean working-class expenditure, which we have also 
estimated above, z.e. if J,, is the working-class cost-of-living index, and e,, 


1 The index would however be rather meaningless because he would have been obliged to 
shift to more expensive substitutes. 

2‘ Family Expenditure,’ p. 16. wn 

3 Strictly we have estimated the cost-of-living weighted by the mean outlay on each 
item, but a corollary of the formula above when applied to any social group is that the price 
index of the mean outlays on each item is identical with the price index corresponding to the 
mean total expenditure, because then: @=eand/, =I. 
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i e 
average working-class expenditure, /,= 1—R € _ “) 
w 


We also know from the Ministry of Labour budgets the mean working- 
class family expenditure, which came to £230 per annum. There are various 
ways of finding the ratio between mean national and mean working-class 
expenditures in 1938. It was estimated previously’ that the working-class 
had been so defined as to include 84 per cent of the population, and to be 
responsible for 55 per cent of consumers’ expenditure in 1938. This suggests 
that national average expenditure per head was 1.53 time working-class 
average expenditure. But working-class families tend to be slightly larger 
than the national average, so that the ratio between average expenditures per 
_family would have been slightly less than this, but only slightly, since the 
working-class is the great majority of the nation. This suggests a ratio of 1.5 
and average national household expenditure of £345. One check is provided 
by post-tax personal distributed incomes, as shown in the National Income 
White Paper. Since nearly all incomes are included and institutional forms of 
saving are excluded, these incomes will stand in very close relation to the 
corresponding expenditures. Assuming 204 million incomes in the ‘ under 
£250’ group® (which includes some non-working-class on any definition), 
average income, per income, was {120 tor the ‘under £250’ group, and £176 
for the whole nation; suggesting a ratio of 1.47* It is not certain how ‘ in- 
comes ’ per family vary socially, when small investment incomes are included. 
Another check is provided by the fact that an average household expenditure 
of £345 implies there were 124 million households (obtained by division of 
£345 into £4287 m., total consumption spending) and this is compatible 
with other estimates.® 


e : ‘ 
I propose therefore to take — to be 1.5. On this assumption we have 


Cw 


by inserting the appropriate indices for each year : 


1946 = 22 
1947 = 23 
Ryosg = 22 
1949 = 18 


We can now use the value of R in the formula to find the cost-of-living 
for any expenditure level. Thus for 1946, 1=162.5 and so 


I, = 162.5 + 22(1 —%85) . 


This formula and others similar yield the results shown in Table V.¢ 


1 BULLETIN, Vol. 10, p. 186. 

* For 1938, the total post-tax incomes shown in Table 10, Cmd. 7933, were £4130 m. 
whereas total consumers’ spending was £4287 m. (Table 21), if we exclude income in kind 
of H.M. Forces. 3 BULLETIN, Vol. 11, p. 256. 

‘ This ratio is not sensitive to the numbers assumed in the lowest bracket. 

_ 5 Cf. Abrams’ estimate of 12.3 m. in ‘Condition of the British People’. These checks, 
in view of the lack of precise indentitication of definition, are almost suspiciously good. 

* I do not show values for below £200 or above £700, because it is unreasonable to 
expect marginal propensity to consume to be constant outside this range, and because the 


assumption of linearity may introduce implicit negative expendit i 
eee oe, Pp g penditures on luxuries by those 
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TABLE V 
Cost-of-living indices (1938=100) according to household expenditure in 1938 


Cost-of-living index 


Household expenditure in 1938 ({) 1946 1947 7948 1949 
200 eit ae his wet Fas e147 156 171 177 
250 Spc Aa sits noe eo aie LOT 164 178 184 
300 ae nt ae Sar Sie Paci eel beye 170 183 188 
350 use Fee oar dase 98 50 OS 173 187 191 
400 at ae? wae ase 505 LOO 176 190 193 
450 ier aie acs me 5 jae tos 178 192 195 
500 a 500 wis a te aoe LOD. 180 193 196 
600 co oe Soe ane ae cg 72 183 196 198 
700 ce ane ee er se wn 174: 185 198 200 


These estimates indicate as before that the higher was pre-war income the 
higher was the price rise from 1938 to 1946, but the lower was the price rise 
from 1946 to 1949—the net effect however being to leave 1949 price indices 
still somewhat higher for the higher income brackets. (See Diagram A). 

From Table V we can deduce Table VI showing how large a post-tax 
income in post-war years would be required to buy the living standard 
purchased by given post-tax incomes in 1938. 


TABLE VI 


Income after tax in 1938 (£) 1946 1947 1948 _—«:1949 
200 38¢ 58h i BL a Son PARE 315 340 355 
250 S08 an 50 ave SOE ance nehetes 410 445 460 
300 Bo oh cits Soe Gos a. 480 510 550 565 
350 ae me se ise 3 Sar AU) 605 655 665 
400 fo se ois tee ee ao eH) 705 760 770 
450 Sic ode re we SE =p UBB) 805 860 875 
500 aor Ao Sor fon 308 Foe mca, 900 965 980 
600 i aoe es 26 Ge ee LOS0 1095 1175 1190 


700 we B35 508 a Sic eget Wale 1295 1385 1400 


Finally, on the assumption that income is wholly earned income, we can 
estimate pre-tax incomes corresponding to given pre-tax incomes in 1938. 
Table VII was constructed as follows: From the first column the appro- 
priate income tax was deducted, the tax rates used being these in force in 
1938-9 financial year. Some of the income made in 1938 was in fact taxed 
at a higher rate, but this was due to the war, and we are concerned with 
peace-time equivalents. Then this was multiplied by the appropriate cost-of- 
living index from the Allen-Bowley formula to give the third column esti- 
mates. A national price index of 194 was used, allowing for increases in food 
and petrol prices since 1949, which gives a value of 19 for R. Lastly, the 
post-tax figures in the third column were grossed up to find the equivalent 


174 THE BULLETIN 


Diagram A 
Cost of livingin post-war Years 
for certain expenditure levels 
in 1938 (19382 100) 


1) 100 200 300 400 $00 600 700 800 900 1000 
Expenditure in 1938 (£) 


1800 


Diagram B 
Pre-tax earned incomes to-day 
corresponding to pre-tax earned 


incomes in 1938 
(For a married mon with 2 children) 


Pre-tax [Acomes to-day _ 


0 100 200 300 400 500 600 700 800 900 1000 


Pre-tax Incomes ir 1938 
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pre-tax incomes, deduction of £13 family allowance being made for the 
second child.1 The results of Table VII are shown graphically in Diagram B. 


TABLE VII 


Pre-tax earned Incomes in 1938 and pre-tax earned incomes to-day with 
equivalent purchasing power. 


(For a married man with 2 children). 


Income in 1938 (£) Corresponding income to-day (f) 

Pre-Tax Post-tax Post-tax Pre-tax* 
200 200 360 345 
250- 250 465 410 
300 300 575 600 
350 350 680 750 
400 398 780 900 
450 445 880 1065 
500 492 985 1225 
600 576 1160 1500 
700 654 1325 1760 


1 Allowing for family allowance of £13 p.a. on the second child. 


Thus the table indicates that for this size family £1,225 gross income is 
needed to buy the living standard of {£500 gross pre-war. Perhaps it is 
necessary to point out that I am not suggesting that people should have the 
same real incomes as pre-war. The commitments of the economy to produce 
higher exports, more social services, more arms, and more investment, almost 
fully absorb the great increase of output over pre-war, so that consumers’ real 
incomes are hardly in aggregate larger. If, therefore, we need higher real 
incomes for the agricultural community, for those previously suffering great 
hardship from the inadequacy of incomes to maintain health, and for those 
working in industries intrinsically unattractive (such as coalmining), then the 
real incomes of others cannot reach pre-war levels. My purpose is to provide 
a rough yardstick, not a proposed salary scale. It will be seen that the 
proportionate increase in income required to maintain 1938 standards 
increases sharply the higher we go up the income scale. 

How much reliance can be placed in these results ? They were obtained 
in effect by interpolating on the Allen-Bowley function connecting income 
and cost-of-living. This function is reliable to the extent that there are linear 
relations between commodity consumption and family expenditure, though 
budget investigations do strongly indicate some such sort of relation. The 
function was fitted however, to only two points, the point of national means 
and the point for mean working-class expenditure. One of these is provided 
by the National Income White Paper, based on the Central Statistical Office 

1 No deduction was made for social security contributions, which are treated for this 
purpose as compulsory savings for a time when the employee will be unemployed, sick or old, 


s’ contribution and government grant being treated as additions to the 
oreo wie are in receipt at benefit. Looked at in this way such saving is subject 
to a cost-of-living index similar to that of spent income. In as far as those in the middle 
brackets receive attention and grants under the health service, the estimates slightly over- 
state the income required to reach a pre-war living standard. No allowance is made for the 
extra educational expenditure, for any other indirect benefits from Government spending, 


nor for tax allowances other than wife’s, children’s and ‘ earned income ’, 
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price investigations, and the other is inferred from estimates by the Ministry 
of Labour of price rises in working-class goods. They seem fairly reliable, 
though possibly the latter point would be shifted to a slightly higher level in 
terms of cost-of-living if a revision were made now. The two points are 
moreover rather inconveniently close together for fitting, so that the slope of 
the curve is sensitive to small inaccuracies in either point. Finally, individual 
families may distribute their expenditure very differently from the mean 
distribution of an income group and this may cause them to be well off the 
Allen-Bowley curve.!_ Broadly speaking, households with many children 
will spend a higher proportion on necessities, especially food, and hence tend 
to lie below the curve, while those with one or no children will for the 
opposite reason tend to lie above. There is one particular bias upward in 
that these estimates ignore the existence of free services, notably medical 
services, in post-war years: on the other hand they have a downward bias 
in as far as there has been a net quality decline. 

The advantage of these calculations is that they do take some account of 
the principle that the higher one’s income was in 1938 the higher proportion 
was spent on luxury goods, an important principle in view of the much 
greater price rises for luxury goods than for basic foodstuffs. Any estimate 
using this principle, however roughly, would seem more useful than overall 
working-class or national indices for most comparisons. The widespread 
interest in these matters seemed to me to justify an attempt to provide rough 
estimates. However it cannot be too strongly emphasised that they are based 
on inference and assumption, not on the relevant budget and price data 
(which of course do not exist). 


DuDLEy SEERS. 


? This is only true of course if their differences from the standard budget are ‘ biassed ’ 
towards items which have increased in price either more or less than average. Differences 
which are random in this respect will not affect the cost-of-living, 
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TECHNICAL APPENDIX 
WEIGHTING ANALYSIS OF NATIONAL Price INDEX 


(Asterisks refer to revised estimates, and summation signs to commodity 
groups, except that the subscript ‘s’ denotes summation by sub-group. 
Otherwise the notation is conventional.) 

From :— 


2 s Pas 9 
Cmd. 76 Table 21 et ata ARTS wed 1 ee ethan Oh (1) 
st 2 , Pag 948 


and thus : ~ Pas Qs (2) 


i i a 


Cmd. Table 2 —— 

W233 2 2* Dg Jag 

Cmd. 7933 Table 22 EEG Maiga ante naeea ttn oaskaakenenecmetens (4) 
2 s P43 4 


From (1) we obtain approximate Laspeyre Indices as follows :— 


2s Pas J 
ys (z . pee «) 
Reese 2 , P3s Qs 


»' pg 938 


= 5 Pas Yas at 2, Pas 438 
If _ ~ 
~ « Pas Y4e = 5 Ps 438 


this = 2 Bead Cite CHIT he TMi NR (s) 
X pss 938 


From (2) and (3) we obtain a correction factor for revision and applying 
it to (5) get a revised approximate Laspeyre index :— 


Z* Das Tag 
» Pas V3 Z* P35 Yas 
@ Pas 438 x £8 he Pee ge Co 
~ Ps Ys 2 Pas Qs 
2 pss Us 
x* 
ie. CaP Oy, acai iy tex wen, MMe ee hethiecan TEN a (6) 


2* D3 438 ; ‘ 
the required index. 
From (4) and (1) we get approximate Laspeyre sectional indices for other 
years. 
x Pr 4% x 2 , Pas 48 
2 . Pas % 2, Pe Us 


i.e. 
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If Zep hd nm Ash be 
2 , Pas Ue 2 , Pas 438 
2 , Pass Qs 2 , Pas %38 

and ee AEE ae ee 
2 , Pas Vag 2 , Ps 38 

; 2 Peg 

this want ~ sft 138 

is P38 138 


and we obtain approximate Laspeyre group indices by weighting as follows : 


Dy 
2 (z s P38 938 x ae) 


Xs Ps 938 
2 Ps 438 

which a Z Pr Gs 

= Ps 438 
ice. = “Ps a % Pas Ga 

= Pas Y38 = Ps Qs 
Applying the same correction factor to the second fraction, if necessary, 

=*p. 

this a ee SALE eS RR ee cae ee on, MO 

2 * Pas V0 @) 


the required index. 

It will be noted that two basic assumptions are involved : (a) that a change 
of weighting base for sub-groups does not affect the sub-group relative, and 
(b) that revision of price series affects Paasche and Laspeyre indices for 1948 
to the same relative extent. 

The alternative method which was tested was to apply the same correction 
factor directly to indices of Type (1) and then to obtain indices for 1946 
and 1947 by linking with indices of Type (4). 


INDEX NUMBERS OF THE COST-OF-LIVING, 1948-49 


I 


Those who wish to measure changes in the cost of living between 1948 
and 1949 now have two official sources on which to base their calculations : 
the Interim Index of Retail Prices, and the price-index which is implied by 
the fixed-price series given in Table 22 of the latest National Income White 
Paper.’ A crude comparison between the two indices yields the following 
results :— 

TABLE I 
Price-Index for 1949, Average 1948=100 


Retail Price Index White Paper Index* 

Food ... an aie Ac tee 105.4 ; 

Rent, Rates and Water Charges ... 100.5 100.7 
Clothing cee nee one FA 107.7 104.7 
Fuel and Light aan ae he 102.0 101.7 
Household Durable Goods seis 100.6 101.0 
Miscellaneous Goods wee ee 102.2 100.6 
Services Rie ‘cae ie aes 100.7 101.9 
Drink and Tobacco tals ‘ine 99.3 100.3 
Total Ane ate sats asd 102.8 101.9 


Since the indices differ both in scope and in construction, it is not sur- 
prising that they indicate different price-movements. The Interim Index of 
Retail Prices is concerned with the prices of those goods and services which 
are typical of working-class purchases, and it combines these prices using 
weights reflecting the pattern of working-class consumption in 1937-8. The 
White Paper index has a comprehensive coverage of the prices of all* goods 
and services which fall within the definition of personal consumption 
expenditure, and uses as its weights the pattern of that consumption in 1949. 
Nevertheless, the implications of a divergence between the two indices are 
of some importance, and warrant closer examination. 

Any divergence between the Interim Index of Retail Prices and the White 
Paper index must be capable of explanation in terms of :— 

1. Differences in the price changes falling within the scope of each 

index; and/or 

2. Differences in the weights which are used to combine the price- 

changes of individual items into an index. 
In the next section of this paper, an attempt will be made to indicate the 
extent to which the divergence between the indices can be attributed to 
differences in the weights used: that is, to the difference between the 1937-8 
pattern of working-class consumption and the 1949 pattern of personal 
consumption. If this factor is an important one, the relevance of the respec- 


1Cmd. 7933. 
2The items in Table 22, Cmd. 7933, have been regrouped to correspond as closely as 
possible to the subdivisions of the Retail Price Index. ntti 
3 Or rather, ‘as many individual items as possible within each group of goods and 
rvices’. See Cmd 7933, p. 31. : 
oy Charities and honqwont maiing bodies are treated as persons by the White Paper. 
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tive weights to an assesment of changes in the cost of living between 1948 and 
1949 must be examined. In particular, the pre-war weights used in the 
Interim Index of Retail Prices may not reflect the post-war pattern of work- 
ing-class consumption and may introduce a systematic bias into this index 
when it is used as an indication of changes in the working-class cost-of-living 
between 1948 and 1949. Should this be the case, the divergence between the 
two indices cannot be interpreted as giving an accurate account of relative 
changes in the cost of living between these years. 


II 


In this section an attempt will be made to indicate the effect of the differ- 
ences in the weights used in the construction of the two cost-of-living index 
numbers. Unfortunately, the nature of the problem is such that it can never 
be shown that a unique part of the divergence between the two index numbers 
can be attributed to weighting differences. This is the case even when 
complete knowledge of the price-relatives and weights used in each index is 
assumed. Either set of price-relatives may be reweighted, and each process of 
reweighting will only yield information about the effect of applying different 
sets of weights to the same set of price-relatives. And since the effect of 
reweighting depends on the correlations established between relatively heavy 
weights and relatively high price-relatives, it is never strictly accurate to say 
that a specific part of any divergence between two indices is due to weighting 
differences, because the effect of reweighting is not independent of the 
distribution of the price-relatives. However, each process of reweighting is 
significant in itself; thus the reweighting of the Interim Index price relatives 
by White Paper weights will show what the increase of the working-class 
cost of living would have been if the working-class pattern of consumption 
in 1948-9 had been similar to the personal pattern of consumption in 1949, 
and the reweighting of White Paper price relatives by Interim Index weights 
will show what the increase in the personal cost of living would have been if the 
personal pattern of consumption in 1948-9 had been similar to the working- 
class pattern of consumption in 1937-8. And the results of both processes of 
reweights are relevant to an assessment of the effect of weighting differences 
on the two indices. 

-. The average price for 1949, based on the average price for 1948 as 100, 
shown by the Interim Index of Retail Prices, may be expressed as? 


hla abe’ P’ june 47 1’ 38 


1 Throughout this paper, dashed symbols refer to prices and quantities in the Interi 
fae: of Retail Prices, and undashed symbols to prices and aaantiies in the White Paper 
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which can be reduced to 
See P’ ag 9‘ 38 
p 48 x 
2 p' 43 7 38 
Thus the weights relevant to the 1948-based index are p’48 q’37. The 
White Paper price index for" 1949, based in 1948, takes the following form : 


100 


2 Pas Jao 
= Pas Uso 
which may be expressed as 


100 


x Pe 
Ps 
a P4s Yao 


an In order to reweight each index by the weights appropriate to the other, 
it is necessary to compute the two indices 


Pas Yao 


x 100 


Z Pw P'ss P38 2 P Pas V9 
I. Pas xX 100 and 2. p48 xX 100 
2 P 48 7 38 2 Pas Vag 


To the technical difficulties in assessing the effect of reweighting must be 
added those introduced by the incompleteness of the data available. These 
will be discussed with refernce to each of the indices needed for the com- 
parisons; and the upshot of the argument is that although index 1 may be 
computed in some detail, granted certain not unplausible assumptions, 
index 2 cannot be computed with any degree of accuracy. Thus only one 
of the reweighting processes relevant to an assessment of the effect of weight- 
ing differences is possible, and this must be borne in mind when interpreting 
the results. 


Index 1 

To obtain index 1 it is necessary to know the price-relatives of all the 
individual items included in the White Paper index, and to combine these 
using Interim Index of Retail Prices weights appropriate to each individual 
price-relative. Neither the price-relatives nor the weights are known in such 
detail. In Table 22 of Cmd. 7933 price-relatives are given for fairly narrowly 
divided groups of commodities. Each one of these indices is in fact a weighted 
average of the price-relatives of the individual items falling within each 
group. But on the whole it seems plausible to assume that the groups are 
homogeneous, and thus that the internal weighting within the groups is 
relatively unimportant.’ ‘Thus it is assumed that “Pas ve for each group is 

48 149 


11t must be noted that the Interim Index of Retail Prices uses such a homogeneity 
assumption (see Supplement to the Industrial Relations Handbook, p. 5), and therefore the 
inaccuracies introduced by this assumption are likely to be less important in a comparison 
between the two index numbers. 
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approximately equal to 2’ e for the items within each group and the 


48 
price-indices of Table 22 are therefore used in the construction of this index. 
Whilst it is recognised that this assumption is arbitrary, and may involve 
some inaccuracy, it can hardly be doubted that the weighting between detailed 
commodity groups is far more important than the weighting within the 
groups. 
For the weights of index 1, an estimate has to be made of p'4g g’3g, and 
furthermore, these estimated weights must be those which are appropriate 
to the groups into which Table 22 is divided. The procedure here has been 
to estimate the distribution of the Interim Index of Retail Prices weights (as 
given in Supplement No. 2 to the Industrial Relations Handbook) between 
the White Paper groups. The next step is to convert these weights from 
a 

P' june 477 38 tO P'4g 7’ 3g by applying a price index —2 48 to the original weights. 
une 47 

Because of the lack of correspondence between the weighting groups of the 


Interim Index of Retail Prices and the White Paper commodity groups, and 
because of the lack of information on the price-changes strictly applicable to 
the q’;, element in the Interim Index of Retail Prices weights, the estimated 
weights p’4g q’3, are necessarily somewhat hazardous. But it is considered 
likely that the errors introduced are small compared to the differences between 
P' 48.938 aNd Pg Jag. ‘The method used to obtain the weights is set out in the 
Appendix. 

Thus index 1 will probably give a fairly accurate indication of the effect of 
weighting the price-relatives of the white Paper index by the weights appro- 
priate to the Interim Index of Retail Prices. 


Index 2 

It is unfortunately impossible to compute this index in the same detail, 
since the price-relatives used in the construction of the Interim Index of 
Retail Prices are not known, and the only published price indices refer to 


commodity groups so broad that any homogeneity assumption is obviously 
unrealistic.” 


The comparisons obtained by calculating Index 1 in detail are as follows : 


1 This is particularly likely to be true in the case of groups within food which is one of the 
sectors of consumption in which the divergence between the two indices is very marked. 

* The ‘reweighting ’ effects of combining the published price-indices of the Interim 
Index of Retail Prices with the White Paper weight appropriate to such broad commodity 
groups is negligible, since the resulting Index 2 ‘Total’ is 102.7, as compared with a 
‘Total’ of 102.8 for the Interim Index of Retail Prices. Here it should be noted that if 
Index 1 is computed on the same basis as Index 2, i.e. if the Interim Index of Retail Prices 
weights for the broad commodity groups (those for which indices are published) are applied 
to comparable price-indices yielded by the White Paper, the effect of ‘ reweighting ’ is 
also negligable, since the Index 1 ‘ Total’ is 101.9, precisely the same as the ‘ Total’ of 


the White Paper index. Thus if there are any significant reweighting effects, these methods 
are too clumsy to detect them. 
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TABLE II 


Price-Indices for 1949, Average 1948= 100 
a eae 


Retail Price Index Index White Paper Index 

Food ... ais an ans aus 105.4 104.2 102.7 
Rent, Rates and Water Charges ... 100.5 100.7 100.7 
Clothing san “re we ite 107.7 105.0 104.7 
Fuel and Light Set sais siete 102.0 101.8 101.7 
-Household Durable Goods ae 100.6 100.9 101.0 
Miscellaneous Goods Bs ace 102.2 100.9 100.6 
Services slag wae ane eid 100.7 101.5 101.9 
Drink and Tobacco a sas 99.3 99.9 100.3 

Totali b..< Aon = oe 102.8 102.4 101.9 


It is significant that the effect of reweighting the White Paper Index by 
Interim Index of Retail Prices weights is substantially greater when the 
reweighting procedure is carried out in detail. Thus, if the reweighting is 
confined to broad commodity groups the White Paper index is unchanged at 
101.9,1 whereas if each commodity group shown in Table 22 is reweighted as 
in the calculations leading up to Table II above, the white Paper index is 
raised from 101.9 to 102.4. This implies that the important (important in 
the sense of having a large effect on the total index) differences in weights are 
to be found within the broad commodity groups rather than between the broad 
commodity groups. 

An examination of Table II shows that the rise in the reweighted ‘ Total ’ 
can be entirely attributed to the relatively substantial rise in the ‘ Food 
component of the index consequent upon reweighting.? This indicates that 
the application of Interim Index of Retail Prices weights to the commodity 
groups within the ‘ Food’ component of the index has the effect of estab- 
lishing a markedly greater correlation between relatively heavy weights and 
relatively high price-relatives than is the case when White Paper weights are 
used. The importance of the food component in both indices is such that the 
implications of this result will be examined in greater detail in the next 
section. 

For all the other broad commodity groups included in Table II, the 
effect of reweighting the White Paper price-relatives by Interim Index of 
Retail Prices weights is relatively small. It is, however, notable that in each 
case the reweighted price-indices are somewhat closer to the price-indices 
obtained from the Interim Index of Retail Prices than were the price-indices 
derived from the White Paper. These results do not, of course, imply that the 
two sets of weights for the items within the broad commodity groups are 
similar, but merely that the differences between them are not such as to 
produce any very marked effect when the two sets of weights are applied 
to the price-relatives of the White Paper index. hus they do not show 
that the effects of reweighting would be small if the two sets of weights 

1 See footnote ? on p. 182. 


2 Thus, if there had been no change in the ‘ Food ’ component consequent upon reweight- 
ing, the * “hal ’ of Index I would have been 101.8: Jower than the ‘ Total’ of the White 


Paper Index. 
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were applied to the other set of price relatives, i.e. those used in the Interim 
Index of Retail Prices. As was pointed out above, the limitations of the 
published data are such that this other relevant comparison cannot be made. 

For Clothing, however, the divergence between the price-rise shown by 
the Interim Index of Retail Prices and that shown by the White Paper index 
is striking. And the effect of reweighting the price-relatives of the White 
Paper indices by Interim Index of Retail Prices weights is small. In this case, 
it seems that the influence of differences in the price-relatives used in the two 
indices must be important. And since a difference between the price- 
relatives supposedly indicates a difference in the rates of increase of the prices 
of ‘ working-class ’ clothing and ‘ personal ’ clothing, this implies that some 
or all working-class clothing prices have increased more rapidly over the 
period 1948-9 than clothing prices in general. This last statement, of course, 
assumes that the items which are priced in the two indices are representative, 
and it would appear that considerable care has been taken to ensure that this 
is the case. It also presupposes that the items which were priced were of 
unchanged quality. 

III 

The substantial rise in the reweighted ‘ Food ’ component shows that the 
application of Interim Index of Retail Prices weights? to the price-relatives of 
the White Paper index has the effect of giving heavier weight to relatively 
high price-relatives, and giving less weight to relatively low price-relatives. 
This relationship emerges clearly from the following table :-— 


TABLE III 
Commodity Group Retail White White Weight- Price 
Price Paper Paper ing Differ- Relative 
Index Index Price- ence’ Difference4 


Weights Weights Relatives 


Oils and Fats... is Sos 84 41 104.7 ++ + 
Meat and Bacon wee os 219 163 114.9 +4 +4 
Bread and Cereals ere at 180 163 104.5 ++ + 
Dairy Products ... ats sag 173 166 103.5 + + 
Beverages age S50 pee 51 52 100.9 — ao 
Fruit a3 eae Pe a 73 87 93.3 — —— 
Fish Se a ae ‘es 34 39 98.7 — — 
Other Manuf. Food ae ais 31 42 101.1 — — 
Potatoes and Vegetables he 91 137 100.0 or — 
Sugar, Preserves, etc., ... ae 64 110 94.2 —— —_—— 
Total ae sas .. 1000 1000 102.7 


* It should not be impracticable to publish price-indices for the individual commodity 
groups of the Interim Index of Retail Prices: the price-changes relevant to the old Cost of 
Living Index were shown in considerable detail. This would yield additional information on 
detailed price-movements, and would provide an invaluable basis for the interpretation of 
changes in the published index-numbers. 

2 The weights ’4, q’33. See Appendix. 

__ 3 A positive symbol indicates a heavier weight in the Interim Index of Retail Prices than 
in the White Paper index, and a begative symbol a lower weight. A double symbol is 
employed when the aiflorsnee is large. 
positive symbol indicates that the price-relative for the commodi i 
White Paper is higher than the weighted les increase in prices, end ee deka or 
do uble symbol indicates that the difference is large. : 


INDEX NUMBERS OF THE COST-OF-LIVING, 1948-49 185 


The coincidence between heavier weights and large price rises, and 
between smaller weights and small price increases or price falls, is remarkable:- 
In no group is a reverse relationship established. 

Here again, the reweighting procedure carried out above only tells half of 
the story. If the price-1elatives used in the Interim Index of Retail Prices 
were known, another relevant comparison could be obtained by applying 
White Paper weights to them. But it seems practically certain that the index 
thus derived for ‘ Food ’ would show a smaller increase than does the Interim 
Index of Retail Prices. Reweighting would only fail to have this effect if the 
distribution of the price-relatives in the Interim Index of Retail Prices were 
very peculiar indeed. And since the list of ‘ Food’ items covered by the 
Interim Index? is fairly comprehensive, the possibility of such a perverse 
distribution of price-relatives must be remote. Thus it is highly probable 
that a substantial part of the divergence noted in the ‘ Food’ indices is 
attributable to the effects of differences between the two sets of weights. 

This conclusion is of some technical interest, but it must be noted that it 
provides a partial explanation of the divergence between the two index- 
numbers, and does not yield any direct information about ‘ real ’ changes in the 
cost of living. The further question immediately arises: are the weights 
which are used in the construction of the indices those which are relevant 
to an estimate of changes in the food component of the cost of living between 
1948 and 1949 ? The weights which are most appropriate to such an estimate 
should reflect the pattern of consumption by the ‘ working-class ’ and by 
‘persons ’ during these years. The weights which are in fact used reflect the 
pattern of consumption by the working-class in 1937-8, and by persons in 
1949. Since the changes in the pattern of ‘ personal’ food expenditure 
between 1948 and 1949 were on the whole small,” the use of weights based on 
1949 quantities in the construction of the White Paper index is appropriate 
to the measurement of cost of living changes between these years. In the 
case of the Interim Index of Retail Prices, however, the relevance of weights 
based on working-class expenditure in 1937-8 is by no means obvious. It 
might well be supposed that differences between the pre-war and post-war 
pattern of consumption are likely to be particularly marked within the 
‘Food’ group. It is therefore necessary to ‘test’ the relevance of the 
weights used in the Interim Index of Retail Prices to an estimate cf the change 
in the food component of the working-class cost of living. If it is found that 
the pre-war weights are not appropriate to post-war expenditure patterns, a 
bias might be introduced into the ‘ Food ’ index. Should this be the case, the 
Interim Index of Retail Prices will yield an inaccurate measure of current 


13Supplement No. 2 to Industrial Relations Handbook, p. 14, 


Pas . : 
2 For example, a calculation of p,,4s 74s from White Paper data yields a ‘Food 
Pav Yas 


Pas 
index of 102.8, as compared with the 102.7 obtained from Pag Pas Yao 


Pas Jao 
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changes in the working-class cost of living, and a comparison with theWhite 
Paper index will be misleading. 

Since no comprehensive working-class budget enquiry has been held since 
the war, no direct ‘test’ of the Interim Index of Retail Prices weights is 
possible. It is, however, possible to test them indirectly by using the esti- 
mates of the distribution of personal expenditure published in the National 
Income White Paper, following the method developed by Dudley Seers.* 
The procedure is to set up the hypothesis that the weights used in the 
Interim Index do reflect the pattern of post-war food consumption. A rough 
estimate of working-class expenditure in a post-war year is made, and this — 
expenditure is assumed to be distributed between the ‘ Food ’ commodity 
groups in the proportions implied by the Interim Index weights. An expendi- 
ture-pattern conforming to the hypothesis set up is thus obtained. This 
hypothetical distribution is now compared with the actual distribution of 
personal ‘ Food ’ expenditure in the same year. If a comparison between the 
two distributions shows that the hypothetical distribution of working-class 
food expenditure is reasonable, this test provides evidence to support the 
hypothesis. If the comparison gives unreasonable results, this test does not 
support the hypothesis, and some indication is given of the change which has 
occurred in the pattern of working-class food consumption. 

The year chosen for this comparison is 1948. In this year, working-class 
income net of direct taxes may be roughly estimated as £5,450 + 100 
millions.2, Working-class savings in this year may be ‘ guessed ’ as falling in 
the range {200 + 100 millions.? Subtraction yields an estimate of working- 
class expenditure of £5,250 + 200 millions. It should be noted that the 
definition of the ‘ working-class ’ appropriate to this estimate of expenditure 
is substantially wider than that adopted in the construction of the Interim 
Index. In particular it includes, whereas the index excludes, the expenditure 
of unemployed persuns and pensioners. The difference in definition, 
however, will only intioduce any inaccuracy in so far as the 1937-8 
food consumption patterns of those included in this wider definition was 
markedly different from the 1937-8 food consumption pattern of those 
included under the Interim Index definition. The quantitative effect of 

1 BULLETIN, Vol. 11, p. 1ff. 

2 This very rough estimate is made by following the method adopted by D 
to obtain an estimate of working-class income in 1947. See coe Vol. 11 aes ee 

*’ Here we are interested in savings as a deduction from income to estimate expenditure 
Thus the saving relevant in this context is defined as payments into savings accounts minus 
withdrawals from savings accounts, and it excludes interest accruing in accounts remaining 
invested. The evidence available seems to indicate that the saving of the working-class 
through National Savings must have been very small or even negative in 1948. Indeed, a 
sample investigation carried out by Social Surveys, Ltd. (The Public and National Savings 
1948) seems to imply that persons in the income ranges below £500 were decreasing their 
holdings of National Savings in the period before April 1948. The Tange of the savings 
estimate in the text should be wide enough to e king- i 3 
aaron Rayastnn 8 cover working-class savings through other 
institutional or non-institutional channels. It has deliberately been pitched rather high i 

j ; : L gh in 
an attempt to avoid an over-estimate of working-class food expenditure. 


4 Whose definition of the working-class covers manual workers in gen 
workers with wages or salaries not exceeding £250 a year (in 1937-8)" ea ares | 
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this change of definition is uncertain, but it is probable that the pre-war 
weight relevant to this wider definition would be higher for necessities, and 
lower for luxuries, than those used in the Interim Index. This qualification 
must be borne in mind in the following analysis. 

A comparison between the hypothetical distribution of working-class 
expenditure on food and the distribution of personal food expenditure? is 
shown in the following table.? 


TABLE IV 
Expenditure in 1948, £mn. 


Hypothetical Personal Implied proportion 


Commodity Group working-class expenditure? of working-class to 
expenditure personal expenditure 

Bread and Cereals oes at: .» 319-344 397 -80-.87 

Meat and Bacon ane one .» 387-418 355 1.09-1.18 

Fish bio 5:5 Ane a5 ane 61-65 101 .60-.65 

Oilsand Fats’... 480 ae ... 148-160 81 1.82-1.96 

Surgar, Preserves and Confectionery ... 114-123 215 53-57 

Dairy Products ise Ren -.. 306-330 360 -85-.91 

Fruit £06 oe acd se .. 129-139 199 .65-—.70 

Potatoes and Vegetables ae .» 161-174 302 53-57 

Beverages ais wes tes Ren 90-97 112 .80-.87 

Other Manufactured Food 506 ath 54-58 100 .54.-59 


Total Food a8 see ane .-» 1768-1908 2221 -80-.86 


Since it has been estimated that the definition of ‘ working-class ’ used in 
these calculations covers 80 to 85 per cent of the population,’ the results for 
food as a whole implies that the per capita expenditure of the ‘ working- 
class’ was just about the same as ‘non-working-class’ per capita expenditure. , 
The proportion is somewhat higher than would be expected on general 
grounds,‘ and therefore it is likely that food as a whole is overweighted® in 
the Interim Index of Retail Prices. It is improbable that the change in the 
definition of the working-class contributes to this conclusion : indeed it has 
been suggested above that the wider definition would have led to heavier 
weighting of necessities, and thus the apparent overweighting of food noted 
may understate the weighting error relevant to the wider definition of the 
working-class. 

To detect overweighting in individual commodity groups, it is assumed 
that the per capita expenditure by the : working-class 3 on any commodity 
group is unlikely to be greater than the per capita expenditure of the non- 


1 For the purposes of this table, the White Paper category of ‘ Other Personal Expendi- 
ture ’ has been distributed proportionately over the commodity groups. F e 

2 This comparison is between working-class expenditure implied by the weight pg. q’s5 

sonal expendiditure pgs das. 

2 Patimate o Dudley hae) [one Vol. 10, p. 183. } . 

4It might appear naive to invoke general grounds in a calculation which is based on 
such a rough estimate of working-class expenditure. But it should be pointed out that to 
obtain a ‘ reasonable ’ proportion of, say, .75, working-class expenditure would have had to 
be estimated at £4,760 mn., and this is almost cetainly too low... : , 

5 Throughout this section, ‘ overweighting " means that the weights used in the Interim 
Index of Retail Prices imply an unreasonably high working-class expenditure in 1948, 
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working-class.!. Thus any implied proportion of working-class expenditure 
greater than 80-.85 is regarded as evidence of overweighting. Table IV 
shows that ‘his proportion is substantially exceeded in Oils and Fats, and Meat 
and Bacun. It is also exceeded in Dairy Products, while Bread and Cereals 
and Beverages are borderline cases. The overweighting of Meat and Bacon 
can be attributed to the restrictions on consumption in the post-war period. 
This is also partly true of Oils and Fats, though it should be noted that the 
implied expenditure of the ‘working-class’ on this commodity in 1938 was very 
high when compared with the white Paper estimate for personal expenditure 
on this commodity in the same year.? With dairy products, it is unlikely that 
restrictions on consumption are an important factor, nor can the over- 
weighting be explained in terms of a shift in the pattern of working-class’ 
preferences. This group (and the same is true of the borderline case, Bread 
and Cereals) was allocated a weight on the basis of the budget enquiry which 
appeared implausibly high when translated into terms of 1938 working-class 
expenditure. Thus the apparent overweighting can only partially be attri- 
buted to changes in the pattern of consumption ; two of the three overweighted 
groups seem to have been ‘ overweighted ’ in the original budgets.* 

It is less easy to establish a plausible c1iterion to detect underweighting : 
particularly since some upward bias is applied to each group through the 
overweighting of food as a whole. A proportion of working-class to personal 
expenditure of .55 implies that non-working-class expenditute in that group 
is 4.3 times as great as working-class expenditure. Proportions of this magni- 
tude are found in Sugar, Preserves and Confectionery, in Potatoes and 
Vegetables, and in Other Manufactured Food. In view of the extensive per 
capita rationing in 1948 for the fo1mer group, such a ratio of working-class to 
non-working-class seems unlikely. In Potatoes and Vegetables, the propor- 
ticn is much smalleg than that disclosed by the pre-war budgets, and it does 
not seem possible that the increase in non-working-class expenditure in this 
gioup has been so much greater than that of the working-class. For the 
mixed bag ‘ Other Manufactured Foods’ no statement as to the possibJe 
errors in weighting can be made. 

Thus there is no evidence to support the hypothesis that the 1937-8 
weights reflect the pattern of working-class expenditure in 1948-three com- 
modity groups are probably overweighted, and it is likely that two commodity 
groups are underweighted. 

A comparison with Table III shows that the groups which are over- 
weighted are those which are weighted more heavily in the Interim Index 


1 This assumption appears plausible for most commodity groups, though a t 
working-class per capita expenditure might be suspected in Bread oa coreath But ribs 
Sas of this geup includes cakes and biscuits, items on which working-class per capita 

eae A : ae 
2 Lass is probably lower, so that even in this case the assumption is probably not 
* See calculation by Dudley Seers, BULLETIN, Vol. 10, p. 191. 
‘ heat Seers, BULLETIN, Vol. 10, p. 191. ¢ 
S$ does not necessarily imply that the budget weights did not reflect the 1 
pattern of working-class expenditure. It is at least equally likely that the White Paper 
estimates of personal expenditure on these items in 1938 was too low, 
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of Retail Prices than in the White Paper index. And those which appcar to 
be underweighted have a smaller weight in the Interim Index. This is not a 
surprising result : but it does indicate that the differences in the weights do 
not reflect accurately differences in the pattern of expenditure in a post-war 
year. In particular, it indicates that the weights used in the Interim Index 
overstate the extent to which the working-class has directed its expenditure 
towards those commodities which show the largest increase in price and 
understates the extent to which it directed its expenditure towards those 
commodities which show the smallest increase. 

Thus there is an upward bias in the ‘ Food ’ index of the Interim Index 
of Retail Prices when it is used as an indicator of changes in the food cem- 
ponent of the working-class cost of living between 1948 and 1949. Further- 
more, this bias is exaggerated in the ‘ Total’ index because food as a whole 
is overweighted. It is impossible to estimate the magnitude of this bias, 
firstly because it is not known precisely to what extent commodity groups are 
over- or underweighted, and secondly because the effect of over- or under- 
weighting cannot be estimated in the absence of detailed information on the 
price-relatives used in the Interim Index. But the direction of the bias is 
evident, and both the marked effect of weighting differences in contributing 
to the sharper rise in the Interim ‘ Food ’ index, and the failure uf weighting 
differences to correspond to differences in the pattern of expenditure, indicate 
that the bias may be substantial. 

In conclusion, it can be said that although the working-class cost of living 
may have risen faster than the personal cost of living over the period 1948-9-- 
for instance, there is some evidence to show that ‘ working-class ’ clothing 
prices have risen faster than ‘ personal’ clothing prices—yet the Interim 
Index of Retail Prices almost certainly oveistates the magnitude of the 
increase of the working-class cost of living, largely because of a systematic 
bias within the food component of the Index. This appears as a strange 
contrast to the downward bias which was deliberately imparted to the old 
Cost-of-Living Index, but its importance in present-day circumstances 
should not be underestimated. Thus, for example, ‘ real-wage ’ calculations 
are increasingly based on the Interim Index of Retail Prices, and a crude 
comparison between this index and the Index of Weekly Wage Rates! 
indicates that ‘ real wages’ were constant over the period 1948-9. In fact, 
because of the upward bias in the former index, it is almost certain that wage- 
rates rose faster than the working-class cost of living over this period, and that 
therefore ‘ real wages’ were slightly rising. Or again, whilst the Govern- 
ment’s concern with the level of the Index is understandable, it would be 
unfortunate if such considerations had any influence on subsidy policy.” The 


1 hough economists may stress that such a calculation is ‘ crude ’, It remains 

the ae eo im of assessing current changes in real wages: the calculation will be 
i eted as significant. ; 

ma thas The Clon ae paleulated the ‘ Savings achieved [through subsidy reductions] per 
unit Increase in Index of Retail Prices’ and comments: ‘ The Minister of Food last week 
did not achieve the maximum saving in his rearrangement of the subsidies . . . for a total 
rise of 0.55 of a point in the index, a total saving of only £18 million has been secured. Better 
results could have been achieved by halving the meat subsidy.’ The Economist, April 15th, 


1950. 
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present situation is that the lowering of certain specific subsidies (e.g., on 
butter and bacon) would, because of weighting anomalies, have an effect on 
the ‘ working-class’ cost of living index out of proportion to their effect on 
the actual ‘ working-class’ cost of living. 

In general, the importance of the Interim Index of Retail Prices to-day 
is such that every effort should be made to ensure that it provides a reasonably 
accurate guide to current changes in the working-class cost of living. If it is 
impracticable to hold a post-war budget enquiry to determine post-war 
weights, then at least the Ministry of Labour and National Service should 
periodically publish more detailed information on price-changes in individual 
commodity groups to enable a more relevant assessment of current changes 
in the working-class cost of living to be made. 


D. G. HoLianp. 
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APPENDIX 


‘THE WeIcHTS UsED iN THE CALCULATION oF INDEX 1 

The task here was to estimate the distribution of the weights used in the 
Interim Index of Retail Prices between the commodity groups shown by the 
White Paper. These weights (p’ June 477/33) had then to be converted to 
P’48 38.» The distributions obtained were as follows. 


Interim Index of Retail Prices Weights 


White Paper Commodity Groups 
1. Food 


(a) Household Expenditure : 
Bread and Cereals 
Meat and Bacon 
Fish ave ae 
Oils and Fats ... 


Sugar, Preserves and Confectionery — 


Dairy Products 

Broit os. de Re 
Potatoes and Vegetables 
Beverages ee Sei 
Other Manufactured Food 


Total... 
(6) Other Personal Expenditure 


Total Food 


. Alcoholic Drink 


(a) Beer AS ond qe 
(b) Wines, spirits, cider, etc. 


. Tobacco 


(a) Cigarettes ae ond 3001 
(6) Pipe tobacco, cigars and snuff... 


. Rent, rates and water charges 
. Fuel and Light 


(a) Coal “03 
(b) Electricity 
(c) Gas ae 
(d) Other... 


. Durable Household Goods 


(a) Furniture and furnishings 
(b) Hardware 


. Other Household Goods 


(a) Soa * 
(b) Matches 
(c) Other 


. Clothing 


(a) Footwear 
(b) Other clothing 
(i) Men’s and boys’ wear 


(ii) Women’s, girls and infants’ wear ... 


9. Book, newspapers and magazines : 


(a) Books... ae 
(b) Newspapers 
(c) Magazines 


. Private Motoring and Travel 
. Communication Services 

. Entertainments 

. Other Services 

. Other Goods ... 


. Total 


b’ June ar U's8 Pas Y's8° 


65 63 
78 77 
12 12 
31 29 
19 22 
56 60 
27 26 
31 32 
18 18 
111 11 
348 350 
02 0 
348 350 
918 97 
108 11 
898 86 
278 26 
88 81 
406 41 
6 6 
14 14 
58 5 
415 42 
248 23 
8 9 
9 9 
20 21 
367 36 
41? 42 
2 2 
8é 8 
25 25 
9 8 
18 17 
27 27 
14568 14 

1000 1000 
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1 The definition of ‘ Miscellaneous Manufactured Foods’ in the Interim Index is con- 
siderably broader than the definition of ‘ Other Manufactured Food ’ in the White Paper. 
The weights of those items in the Interim Index category which can be ideatificd as appro- 
priate to other White Paper commodity groups have been allocated to those groups. The 
weights for the items of ‘ Miscellaneous Manufactured foods ’ were derived from the detailed 
breakdown of working-class expenditure given in Dudley Seers’ paper ‘ The Increase in the 
Working-Class Cost of Living ’, BULLETIN, Vol. 10, p. 147. 

2 This group is not explicitly weighted in the Interim Index. The price-movements of 
such items as ‘ Meals out’ and ‘ Holiday expenditure’ are assumed to correspond with 
those of all the items in the index as a whole. See Supplement No. 2 to Industrial Relations 
Handbook, p. 6 note. 

3 The allocation of weights to the groups in Alcoholic Drink and Tobacco was somewhat 
arbitrary. In the case of Tobacco price indices for 1947 from Cmd. 7371 were applied to the 
breakdown given in the Supplement (p. 6) and the total thus obtained was reduced to the 
Tobacco weight of the Interim Index. For drink a similar procedure was followed, but 
some attempt was made to allow for the different method of calculating Beer prices adopted 
in the White Paper. 

4 A weight of 1 was transferred from Coal to Other, since Coke is included in the latter 
group in the White Paper. 

5. The weight of 24 for ‘Appliances’ in the Interim Index was allocated as follows: 3 
to Furniture and Furnishings, 15 to Hardware, 6 to Other Goods. 

6 The weight of 7 for Medicines and Toilet Requisites was allocated to Other Goods. 

7 Of the weight of 5 for Clothing materials, a weight of 2 has been added to men’s and 
boys’ wear, and a weight of 3 to women’s, girls’ and infants’ wear. Of the weight of 11 for 
Children’s outer clothing and children’s underclothing, a weight of 4 has been added to 
men’s and boys’ wear, and a weight of 7 to women’s, girls’ and infants’ wear. 

8 A weight of 1 has been transferred from Newspapers and Magazines to Other Goods, 
since stationery is included in this latter group under the White Paper definition. 

® The conversion of p’4,9’3, is attended with some difficulty, since Interim Index price 
indices are not available for the detailed commodity groups, but only for the broad com- 
modity groups for which indices are published. The procedure has been to apply Interim 
Index price indices to the broad commodity groups, to obtain the p’4,7’3, weight for the 
group as a whole. For the detailed groups, White Paper price relatives are used, and the 
weights thus obtained are corrected to yield the weight for the groups as a whole computed 
from Interim Index price indices. This method is, of course, rather unsatisfactory, but the 
ee in wolane are on the whole very small, and it is unlikely that any substantial error 
is introduced. 


ERRATA. 
BULLETIN: No. 6, June 1950 
Page 175, Table VII, last column. For 410 read 470. 
Page 177. The numerator should read Xp,gq3g instead of Lpjs Gig 


pp 193-194 deleted, advertising 


